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UNIFORM  SYSTEM  OF  ACCOUNTS  AND 
REPORTS  FOR  CERTIFICATED  AIR  CAR¬ 
RIERS 

Amendment  of  CAB  Form  41  Schedules 
Relating  to  Transactions  With  Affiliates 
and  Nontransport  Divisions 

AGENCY:  Civil  Aeronautics  Board. 
ACTION:  Notice  of  Proposed  Rule 
Making. 

SUMMARY:  This  notice  proposes  to 
amend  the  Board’s  Uniform  System  of 
Accounts  and  Reports  prescribed  for 
Certificated  Air  Carriers.  The  notice  pro¬ 
poses:  (1)  The  combination  of  two  re¬ 
port  schedules,  one  dealing  with  carrier 
accounts  with  associated  companies  and 
nontransport  divisions  and  another  deal¬ 
ing  with  air  carrier  investments,  into  a 
single  schedule  to  be  filed  annually;  (2) 
the  modification  of  the  format  of 
another  schedule  which  deals  with  the 
reporting  of  air  carrier  transactions 
with  associated  companies  and  nontrans¬ 
port  divisions;  (3)  the  addition  of  a  re¬ 
quirement  for  carriers  to  disclose  income 
tax  allocation  procedures  used  in  filing 
consolidated  returns;  and  (4)  the  elimi¬ 
nation  of  a  requirement  to  establish  a 
separate  set  of  books  for  nontransport 
leasing  operations.  This  proposal  was  de¬ 
veloped  as  a  part  of  the  Board’s  on-going 
effort  to  reduce  and  improve  air  carrier 
reporting  whenever  possible. 

DATES:  Comments  by  June  13,  1977. 

ADDRESSES:  Comments  should  be  sent 
to  Docket  30852,  Docket  Section,  Civil 
Aeronautics  Board,  Washington,  D.C. 
20428.  Docket  comments  may  be  ex¬ 
amined  at  the  Docket  Section,  Civil 
Aeronautics  Board,  Room  711,  University 
Building,  1825  Connecticut  Avenue  NW.. 
Washington,  D.C.,  as  soon  as  they  are 
received. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Mr.  Raymond  Kurlander,  Director, 
Bureau  of  Accounts  and  Statistics, 
1825  Connecticut  Avenue  NW.,  Wash¬ 
ington,  D.C.  20428,  202-673-5270. 

SUPPLEMENTARY  INFORMATION:  In 
ER-707,  adopted  September  22,  1971,  the 
Board  established  the  need  to  monitor 
transactions  between  air  carriers  and 
members  of  affiliated  groups  by  citing 
the  rapid  growth  of  nontransport  activi¬ 
ties  being  conducted  by  certificated  air 
carriers  and  their  affiliates  during  the 
preceding  decade  and  the  need  to  avoid 
practices  of  activity  intermingling  which 
could  impair  the  integrity  of  the  regu¬ 
lated  activity.  There  still  exists  a  need  to 
monitor  such  transactions  and  thereby 
accomplish  the  objectives  outlined  in 
that  rule.  However,,  we  have  come  to 
the  conclusion  that  improvements  could 
be  made  in  the  Board’s  existing  reporting 
requirements  in  this  area.  . 

During  1976,  an  extensive  review  of 
carrier  reporting  of  transactions  with 
affiliates  and  nontransport  divisions  was 
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conducted  with  a  view  toward  improving 
the  quality  of  reporting  for  such  trans¬ 
actions  in  CAB  Form  41  schedules  and 
correcting  and  earlier  reporting  incon¬ 
sistencies  which  surfaced  during  the 
course  of  the  review.  Six  carriers  were 
selected  for  on-site  review:  Braniff  Air¬ 
ways,  Inc.,  Eastern  Air  Lines,  Inc.,  The 
Flying  Tiger  Line  Inc.,  North  Central 
Airlines,  Inc.,  Piedmont  Aviation,  Inc., 
and  Trans  World  Airlines,  Inc.  As  the 
result  of  informal  discussions  of  their 
interpretations  of  existing  reporting  re¬ 
quirements  and  suggestions  for  improve¬ 
ments,  all  six  carriers  contributed  to  the 
development  of  the  changes  new  pro¬ 
posed.  particularly  with  respect  to  Sched¬ 
ule  B-44,  “Summary  of  Resources 
Exchanged  with  Affiliated  Group  Mem¬ 
bers  and  Other  Associated  Companies.” 

In  order  to  improve  the  reporting 
which  relates  to  such  transactions  and 
accomplish  reporting  reductions,  where 
appropriate,  the  Board  is  hereby  pro¬ 
posing  to  amend  Part  241  of  the  Eco¬ 
nomic  Regulations  by:  (1)  combining 
quarterly  Schedule  B-4(b),  “Accounts 
with  Subsidiaries,  Other  Associated 
Companies  and  Nontransport  Divisions,” 
with  annual  Schedule  B-41,  “Invest¬ 
ments  Held  by,  or  for  the  Account  of, 
Respondent”  and  making  the  resulting 
new  schedule  an  annual  filing:  (2)  modi¬ 
fying  the  format  and  reporting  instruc¬ 
tions  for  Schedule  B-44,  “Summary  of 
Resources  Exchanged  with  Affiliated 
Group  Members  and  Other  Associated 
Companies”;  (3)  adding  a  new  account¬ 
ing  plan,  CAB  Form  AP-16,  to  disclose 
income  tax  allocation  procedures;  and 
(4)  eliminating  the  need  to  establish  a 
separate  accounting  system  for  leasing 
operations  pursuant  to  Section  1-6  of 
Part  241. 

Combination  of  Schedule  B-4(b)  and 
Schedule  B-41 

The  combination  of  Schedule  B-4(b) 
and  Schedule  B-41  would  eliminate  the 
need  to  file  quarterly  B-4(b)  schedules. 
This  would  relieve  carriers  from  provid¬ 
ing  duplicative  Information  for  the 
fourth  quarter  of  each  calendar  year 
when  both  schedules  were  filed  and  elimi¬ 
nate  the  need  to  provide  information 
during  the  other  three  quarters  which, 
in  essence,  reflected  nothing  more  than 
account  balances.  It  is  believed  that  the 
reporting  on  the  new  Schedule  B-41, 
“Investments  held  by,  or  for  the  Account 
of.  Respondent;  Including  Non  transport 
Divisions,”  shown  in  Exhibit  A,  when 
coupled  with  the  revisions  contemplated 
for  Schedule  B-44  would  provide  more 
informative  data  on  the  nature,  volume, 
and  impact  of  transactions  betwen  the 
regulated  entity  and  members  of  the 
affiliated  group,  including  nontransport 
divisions. 

The  proposed  Schedule  B-41  would 
provide  separate  captions  for  reporting 
investments  in  associated  companies, 
other  than  associated  companies,  and 
nontransport  divisions.  The  caption  for 
“Other  Investments”  has  been  included 
because  the. reporting  of  all  investments 
of  the  air  carrier  is  required  by  Section 
407(b)  of  the  Federal  Aviation  Act  of 
1958,  as  amended  (the  Act).  The  term 


“Other  Investments"  would  apply  to  in¬ 
vestments  by  the  air  carrier  in  persons 
or  firms  which  fall  short  of  the  5  per¬ 
cent  capital  ownership  requirement  for 
“Associated  Companies”  as  they  are  de¬ 
fined  in  Part  241.  Generally  speaking,  the 
reporting  for  “Other  Investments” 
would  be  limited  to  general  disclosures 
relating  to  the  investment,  such  as  the 
balance  of  receivables,  balance  of  pay¬ 
ables,  the  amount  of  the  dividend  or 
interest  income  during  the  year,  the  type 
of  security  (common  or  preferred)  and 
so  forth.  Basically,  this  is  the  same  in¬ 
formation  which  has  been  reported  for 
“Other  than  Associated  Companies”  on 
the  current  Schedule  B-41.  It  does  not 
represent,  therefore,  any  additional  re¬ 
porting  burden. 

Modification  of  Schedule  B-44 

Turning  now  to  Schedule  B-44,  “Sum¬ 
mary  of  Resources  Exchanged  with  Affil¬ 
iated  Group  Members  and  Other  Asso¬ 
ciated  Companies,”  attention  should  be 
focused  on  the  fact  that  the  proposed 
changes  will  completely  revise  the  for¬ 
mat  of  the  schedule.  The  first  change  re¬ 
lates  to  the  manner  in  which  the  report 
is  filed.  The  current  instructions  require 
the  schedule  to  be  filed  on  two  separate 
sheets,  one  sheet  for  reporting  resources 
acquired  by  the  air  carrier  and  another 
for  resources  disposed  of  by  the  air  car¬ 
rier.  In  contrast,  the  proposed  rule  would 
eliminate  the  need  to  file  two  separate 
sheets  each  time  because  the  proposed 
schedule  is  designed  to  accommodate 
both  increases  and  decreases  in  carrier 
resources  and,  in  addition,  provide  sep¬ 
arate  captions  for  dealing  with  dividends 
and  income  tax  transactions.  This  leads 
to  the  second  major  change,  which  oc¬ 
curs  in  the  arrangement  of  the  schedule. 

The  Schedule  B-44  we  are  proposing 
would  be  entitled  “Transactions  Between 
Carrier  and  Affiliates— Annual  Sum¬ 
mary.”  As  previously  indicated,  the  new' 
schedule  would  be  divided  into  four  ma¬ 
jor  sections  entitled  “Increase  in  Car¬ 
rier’s  Resources.”  “Decrease  in  Carrier’s 
Resources,”  “Dividends,”  and  “Income 
Tax  Transactions.”  Within  each  of  these 
sections,  lines  are  provided  for  reporting, 
in  separate  columns  for  each  affiliate, 
the  aggregate  amounts  of  specific  types 
of  transactions  which  occurred  during 
the  calendar  year. 

For  the  purposes  of  this  schedule,  the 
term  resources  shall  encompass  assets 
such  as  cash,  receivables  (in  certain  in¬ 
stances  where  they  have  been  trans¬ 
ferred  in  settlement  of  an  amount  owed 
or  as  a  donation),  securities,  invest¬ 
ments,  equipment,  supplies,  buildings 
and  land.  The  term  “operational  serv¬ 
ices”  shall  include  the  expenditure  of 
assets,  labor,  material,  supplies,  know¬ 
how,  or  any  combination  of  these  in  the 
conduct  of  business  operations. 

In  the  section  entitled  “Increase  in 
Carrier’s  Resources,”  the  first  line,  en¬ 
titled  “Cash  received  by  Carrier  from 
Affiliate,”  would  be  used  to  report  cash 
remittances  by  an  affiliate  to  the  air  car¬ 
rier.  The  second  line,  entitled  “Contri¬ 
bution  of  Capital  by  Affiliate  to  the  Car¬ 
rier,"  w’ould  be  used  to  record  any  In¬ 
crease  in  the  carrier’s  assets  without 
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regard  to  the  type  of  asset  which  results 
from  the  purchase  of  additional  securi¬ 
ties  or  any  other  contribution  of  capital 
as  it  would  be  reflected  through  an  in¬ 
crease  in  the  equity  section  of  the  car¬ 
rier’s  balance  sheet.  The  third  line,  en¬ 
titled  "Credit  Adjustments  to  Affiliate's 
Retained  Earnings,”  would  be  used  to 
record  the  increase  in  the  carrier’s  in¬ 
vestment  in  the  affiliate  by  virtue  of  ad¬ 
justments  to  the  opening  balance  of  re¬ 
tained  earnings  of  affiliates.1  The  fourth, 
fifth  and  sixth  lines  also  reflect  increases 
in  carrier  assets,  except  receivables  as 
earlier  noted,  or  an  Inflow  of  benefits 
to  the  carrier  such  as  the  provision 
of  operational  services  or  pledging  of 
resources. 

The  second  major  section,  entitled 
“Decrease  in  Carrier’s  Resources”  would 
reflect  the  decreases  in  carrier  assets  and 
any  outflow  of  benefits  from  the  carrier. 
To  a  certain  extent,  the  two  sections  will 
work  in  conjunction  with  one  another 
with  respect  to  certain  transactions ; 
however,  they  are  not  expected  to 
balance  each  other  in  an  accounting 
sense.  For  example,  in  a  case  where  an 
air  carrier  sells  a  building  to  an  affiliate, 
the  carrier  would  report  as  a  decrease  in 
resources,  the  net  book  value  of  the 
building  sold.  The  net  book  value  of  the 
building  would  be  reported  on  the  line 
entitled  “Property,  Equipment,  and 
Other  Assets  Disposed  of  by  Carrier  to 
Affiliate.”  If  cash  were  remitted  in  pay¬ 
ment,  the  carrier  would  concurrently  re¬ 
port  the  cash  received  as  an  increase  in 
resources.  If,  on  the  other  hand,  a  long¬ 
term  receivable  is  recorded  by  the 
carrier,  the  carrier  would  not  report  the 
receivable  as  an  incease  in  resources. 
Instead,  the  carrier  would  only  report  an 
Increase  in  resources  when  cash  was  re¬ 
mitted  by  the  affiliate  in  settlement  of 
the  receivable.  Similarly,  in  the  case  of 
operational  services  rendered  by  the 
carrier,  the  operational  services  would 
be  reflected  as  a  decrease  in  carrier 
resources  while  the  establishment  of  an 
amount  receivable  would  not  be  regarded 
as  an  increase  in  carrier  resources.  The 
Increase  in  carrier  resources,  for  the 
puposes  of  this  report,  would  be  reported 
only  when  and  to  the  extent  cash  or 
some  other  asset  is  remitted  to  the 
carrier  in  settlement  of  the  amount 
owed. 

The  third  section  of  the  schedule, 
entitled  “Dividends”  has  been  Included 
so  as  to  identify  the  portion  of  Increases 
and  decreases  in  carrier  resources  which 
are  attributable  to  dividends  and  to 
facilitate  distinctions  between  dividends 
declared  by  investor  controlled  com¬ 
panies,  which  are  accounted  for  under 
the  equity  method,  and  dividends 
declared  by  other  affiliates. 

The  fourth  section  of  the  schedule, 
entitled  “Income  Tax  Transactions”  has 


been  included  so  as  to  separately  identify 
different  aspects  of  Income  tax  trans¬ 
actions.  The  first  two  lines  of  this  section 
deal  with  the  Income  taxes  billed  back 
and  forth  between  the  carrier  and  af¬ 
filiates.  Since  these  amounts  billed 
represent  receivables,  they  would  not  be 
Included  as  an  increase  or  decrease  in 
carrier  resources  until  remittance  has 
been  made,  whereupon  they  would  be 
reported  as  either  “Cash  Received  by 
Carrier  from  Affiliate”  or  “Cash  Dis¬ 
bursed  by  Carrier  to  Affiliate.”  The 
remainder  of  this  section  deals  with  the 
flow  between  the  carrier  and  affiliates  of 
investment  tax  credits  and  net  operating 
losses.  The  aggregate  amounts  shown  on 
these  last  four  lines  of  the  section  will 
not  be  reflected  elsewhere  on  the  sched¬ 
ule. 

Finally,  in  connection  with  this  sched¬ 
ule,  there  would  be  a  requirement  for 
carriers  who  have  transactions  such  as 
contributions  of  capital  or  adjustments 
directly  to  the  retained  earnings  of 
affiliates  to  explain,  both  as  to  nature 
and  amount,  the  transactions  which  gave 
rise  to  the  aggregate  amount  reported 
when  the  amount  reported  exceeds  one 
percent  of  the  carrier’s  net  stockholder 
equity.  This  requirement  would  apply  to 
contributions  of  capital  by  the  carrier  to 
the  affiliate  or  vice  versa  and  debit  or 
credit  adjustments  to  the  retained  earn¬ 
ings  of  affiliates.  The  one  percent  cri¬ 
terion  would  apply  to  the  amount  re¬ 
ported  for  each  affiliate  independently 
and  not  an  aggregate  decrease  computed 
by  adding  the  decreases  for  a  series  of 
affiliates. 

Accounting  Plan 

During  the  review  of  carrier  reports, 
it  was  noted  that  income  tax  allocation 
procedures  played  a  significant  role  in 
the  flow  of  benefits  between  members  of 
an  affiliated  group  and  that  the  Board 
does  not  now  review  the  tax  allocation 
procedures  used  in  the  preparation  of 
consolidated  income  tax  returns.  From 
a  regulatory  standpoint,  the  ultimate 
result  of  a  tax  allocation  procedure  can 
be  as  detrimental  to  the  air  transporta¬ 
tion  service  provided  as  an  inequitable 
allocation  procedure  for  revenues  and 
expenses.  In  view  of  the  fact  that  the 
Board  does  not  now  receive  a  description 
of  tax  allocation  procedures,  the  pro¬ 
posed  rule  would  require  carriers  to  file 
an  accounting  plan,  AP-lfl,  “Procedures 
for  Allocating  Income  Taxes  Among 
Transport  Entitles,  Affiliates  and  Non¬ 
transport  Divisions,”  which  covers  in¬ 
come  tax  allocations  in  essentially  the 
same  manner  that  accounting  plans  are 
now  filed  on  allocations  of  other  reve¬ 
nues  and  expenses  on  AP-1,  "Procedures 
for  Assigning  or  Prorating  Profit  and 
Loss  Items  between  Accounting  Entitles.” 

Separate  Accounting  Records  and 
Leasing  Operations 

It  should  be  noted  that  the  proposed 
rule  would  make  (me  significant  change 
In  connection  with  “Nontransport  Di¬ 
visions.”  It  would  amend  Section  1-6, 
“Accounting  Entities”  to  make  it  clear 
that  the  requirement  to  establish  a  sepa¬ 


rate  set  of  accounting  records  shall  not 
apply  to  leasing  activities.  Recently,  the 
Financial  Accounting  Standards  Board 
(FASB)  issued  its  Statement  of  Fi¬ 
nancial  Accounting  Standards  No.  13 
which  prescribed  detailed  accounting 
practices  for  lease  transactions.  In  an¬ 
other  rulemaking  proceeding,  the  Board 
has  proposed  to  incorporate  the  new 
standards  of  accounting  for  leases  pro¬ 
mulgated  by  the  FASB  into  Part  241. 
While  a  detailed  discussion  of  these  new 
accounting  standards  is  well  beyond  the 
scope  of  this  proposal,  it  will  suffice  to 
make  specific  mention  of  the  fact  that 
Investments  in  assets  for  the  purpose  of 
leasing  to  others  will  not  be  accounted 
for  through  Account  1520,  “Advances  to 
Associated  Companies.”  Instead,  net  in¬ 
vestments  in  such  leases  will  be 
accounted  for  in  other  accounts  classified 
with  or  near  other  receivables.  Leases  of 
short-term  duration  will  be  accounted 
for  in  the  nonoperating  property  and 
equipment  category. 

Effective  Date 

If  adopted,  we  would  expect  to  make 
this  rule  effective  June  30,  1977,  so  that 
the  carriers  would  not  be  required  to  file 
Schedule  B-4(b)  for  the  quarter  ended 
June  30,  1977. 

Propose*  Rule 

It  is  proposed  to  amend  Part  241  of 
the  Economic  Regulations  <14  CFR  Part 
241)  as  follows: 

1.  Amend  Section  03 — Definitions  for 
Purposes  of  This  System  of  Accounts  and 
Reports,  so  as  to  delete  the  definition 
“Subsidiary  company”  and  have  section 
03  read  in  pertinent  part: 

Section  03 — Definitions  for  Purposes  of 
This  System  of  Accounts  and  Reports 
•  •  •  •  • 

Stops,  technical — Aircraft  landings 
made  for  purposes  other  than  enplaning 
or  deplaning  traffic.  For  purposes  of  iden¬ 
tifying  reporting  entities,  landings,  made 
for  stopover  passengers  are  regarded  as 
technical  stops. 

Tariff,  published—  •  •  • 

•  •  •  •  • 

2.  Amend  Section  1 — Introduction  to 
System  of  Accounts  and  Reports,  to 
specifically  exclude  leasing  operations  by 
having  Section  1-6,  “Accounting  En¬ 
titles,”  read  in  pertinent  part: 

Sec.  1—6  Accounting  entities. 

(a)  Separate  accounting  records  shall 
be  maintained  for  each  air  transport  en¬ 
tity  for  which  separate  reports  to  the 
Civil  Aeronautics  Board  are  required  to 
be  made  by  sections  21(1)  or  32(h),  as 
applicable,  and  for  each  separate  cor¬ 
porate  or  organizational  division  of  the 
air  carrier.  For  purposes  of  this  Uniform 
System  of  Accounts  and  Reports,  each 
nontransport  entity  conducting  an  ac¬ 
tivity  which  is  not  related  to  the  air  car¬ 
rier’s  transport  activities  and  each 
transport-related  activity  or  group  of 
activities  qualifying  as  a  nontransport 
venture  pursuant  to  paragraph  (b)  of 
this  section,  whether  or  not  formally  or¬ 
ganized  within  a  distinct  organizational 


1  This  situation  Is  not  expected  to  occur 
frequently.  Nevertheless,  our  review  of  carrier 
reporting  Indicated  that  such  adjustments 
have  oocurred  In  the  past  and  it  Is  our  In¬ 
tention  to  provide  a  means  to  report  such 
adjustments  on  the  proposed  schedule  when 
they  do  occur. 
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unit,  shall  be  treated  as  a  separately 
operated  organizational  division;  except 
that  the  provisions  of  this  paragraph  and 
paragraph  (b)  shall  not  apply  to  leasing 
activities. 

*  •  •  •  • 

3.  Amend  Section  2 — General  Ac¬ 
counting  Policies,  as  follows : 

A.  By  amending  Section  2-1,  “Basis  of 
Allocation  between  Entities”  by  changing 
paragraph  (c)  so  that  section  2-1  reads 
in  pertinent  part  as  follows: 

Sec.  2—1  Basis  of  allocation  of  entities. 
•  •  •  •  • 

(c)  For  purposes  of  this  section,  invest¬ 
ments  by  the  air  carrier  used  in  common 
by  the  regulated  air  carrier  and  those 
transport-related  revenue  services  de¬ 
fined  as  separate  nontransport  ventures 
under  section  1-6  (b)  shall  not  be  al¬ 
located  between  such  entities  but  shall 
be  reflected  in  total  in  the  appropriate 
accounts  of  the  entity  which  predomi¬ 
nantly  uses  those  investments.  Where 
the  entity  of  predominant  use  is  a  non¬ 
transport  venture,  the  air  carrier  shall 
reflect  the  investment  in  account  1520, 
“Advances  to  Associated  Companies. “ 

•  *  •  •  • 

B.  By  amending  Section  2-18 — Trans¬ 
actions  between  members  of  an  affiliated 
group,  to  eliminate  the  word  incidental 
from  paragraph  (c)  so  that  section  2-18 
reads  in  pertinent  part  as  follows: 

Sec.  2—18  Transactions  between  mem¬ 
bers  of  an  affiliated  group. 

*  •  *  •  * 

(c)  The  cost,  less  all  associated  valua¬ 
tion  allowance  accumulations,  of  services 
and  assets  sold  by  or  transferred  from 
the  regulated  activity  of  an  air  carrier 
to  other  activities  of  an  affiliated  group 
shall  be  charged  by  the  air  carrier  to 
either  applicable  transport-related  rev¬ 
enues  or  capital  gain  income  accounts,  as 
appropriate.  Where  such  services  and 
assets  are  reflected  in  tariffs  filed  with 
the  Board  or  in  price  lists  held  out  to  the 
general  public,  the  associated  revenues 
shall  be  recorded  at  the  rates,  fares  or 
charges  contained  therein  in  the  appro¬ 
priate  transport-related  services,  capital 
gains  or  air  transport  income  accounts. 
Where  no  tariff  or  prevailing  price  list  is 
applicable,  the  associated  revenue  shall 
be  recorded  at  the  higher  of  cost  or 
estimated  fair  market  value  of  the  asset 
or  service  involved.  Any  difference  be¬ 
tween  the  revenue  so  recorded  and  the 
agreed  consideration  to  the  air  carrier 
shall  be  recorded  in  subaccount  88.1  In¬ 
tercompany  Transaction  Adjustment- 
Credit  or  subaccount  89.1  Intercompany 
Transaction  Adjustment-Debit. 

•  •  •  •  * 

4.  Amend  Section  5 — Balance  Sheet 
Account  Groupings,  so  that  paragraph 
(b)  of  Section  5-2,  “Investments  and 
Special  Funds”  reads  in  pertinent  part 
as  follows: 

Sec.  5—2  Investments  and  special  funds. 

*  *  *  •  • 

(b)  Investments  in  investor  controlled 
companies  shall  be  recorded  at  cost  plus 


the  equity  in  undistributed  earnings  or 
losses  since  acquisition,  except  as  pro¬ 
vided  in  paragraph  (c)  of  this  section. 
Investments  in  all  other  associated  or 
nonassociated  companies  shall  be  re¬ 
corded  at  cost,  except  as  provided  in 
paragraph  (c). 

*  i  '  i  *  * 

5.  Amend  Section  22 — General  Report¬ 
ing  Instructions,  as  follows: 

A.  By  revising  the  list  of  reporting 
schedules  to  eliminate  Schedule  B-4(b) 
and  change  the  title  of  Schedules  B-41 
and  B-44  so  that  the  list  reads  in  perti¬ 
nent  part  as  follows: 

B.  By  revising  paragraph  (d)  to  In¬ 
clude  a  new  subparagraph  (16)  and  other 
editorial  changes  so  that  paragraph  (d) 
will  read  in  pertinent  part  as  follows: 

Section  22 — General  Reporting 
Instructions 

(*)••• 


List  of  Schedules  in  CAD  Form  41  Report 


Schedule 

No. 

Schedule  title 

Filing 

frequency 

• 

•  •  • 

• 

B-3 

Statement  of  changes  In  stock¬ 
holder's  equity. 

Annually. 

B-4 

Allowance  for  nncoDectible  ac¬ 
counts. 

Quarterly. 

B-4 

Property  and  equipment _ 

Do. 

• 

•  •  • 

• 

B-14 

Summary  of  property  obtained 
under  long-term  lease. 

Do. 

B-U 

Investments  held  by.  or  for  tbe 
account  of,  respondent;  in¬ 
eluding  nontransport  divi¬ 
sions. 

Annually 

B-43 

Inventory  of  airframes  and  air¬ 
craft  engines. 

Do. 

B-44 

Transactions  between  air  car¬ 
riers  and  affiliates,  annual 

summary 

Do. 

B-48 

Long-term  and  short-term  non¬ 
trade  debt. 

Do. 

• 

•  •  • 

• 

(d)  Statements  of  accounting  or  sta¬ 
tistical  procedures  required  to  be  filed 
under  this  system  of  accounts  and  reports 
are  recapitulated  below.  As  a  general  rule 
these  statements  or  revisions  thereof 
shall  be  filed  prior  to  the  date  on  which 
the  procedures  are  to  become  effective. 
However,  in  certain  cases,  where  a 
change  in  procedure  or  the  initial  adop¬ 
tion  of  a  new  procedure  is  necessitated 
by  events  or  transactions  occurring  for 
the  first  time  or  by  new  requirements  of 
professional  or  regulatory  bodies,  air 
carriers  are  permitted  to  file  new  or 
amended  statements  within  thirty  days 
after  the  close  of  the  first  calendar  quar¬ 
ter  in  which  the  procedures  become  effec¬ 
tive.  The  procedures  shall  be  regarded 
as  accepted  unless  the  carrier  is  notified 
of  Board  objections  within  ninety  days 
after  receipt.  These  statements  shall  be 
filed  in  triplicate  on  standard  forms  AP- 
1  through  AP-16. 

(1)  Procedures  for  assigning  or  pro¬ 
rating  profit  and  loss  items  between  op¬ 
erating  entities  as  described  in  section 
2-1. 

•  •  •  »  • 

(10)  Procedures  for  assigning  or  pro¬ 
rating  expenses  between  transport  opera¬ 
tions  and  transport-related  operations 


as  prescribed  by  section  10-7100  or  11- 
7100. 

•  •  •  •  • 

(14)  Procedures  for  accounting  for  in¬ 
vestments  in  investor  controlled  and 
other  associated  companies.  Including 
change  in  status  from  associate  to  in¬ 
vestor  controlled  company  or  vice  versa 
and  adjustments  as  prescribed  in  sections 
6-1510.1  and  6-1510.2. 

•  •  •  •  • 

(16)  Procedures  for  allocating  income 
taxes  among  the  transport  entities  of  the 
air  carrier,  its  non  transport  divisions  and 
members  of  an  affiliated  group  in  accord¬ 
ance  with  section  2-18(d). 

6.  Amend  Section  23 — Certification  of 
Balance  Sheet  Elements,  as  follows: 

A.  By  revising  the  reporting  instruc¬ 
tions  applicable  to  Schedule  B-4  to  de¬ 
lete  the  portion  of  the  instructions 
dealing  with  accounts  with  investor  con¬ 
trolled  companies,  other  associated 
companies  and  nontransport  divisions, 
so  that  the  new  title  and  instructions  for 
this  schedule  read,  in  their  entirety,  as 
follows: 

Schedule  B-4 — Allowance  for 
Uncollectible  Accounts 

(a)  This  schedule  shall  be  filed  by  all 
route  air  carriers. 

(b)  Each  allowance  for  uncollectible 
accounts  shall  be  separately  identified  in 
the  indicated  section  of  this  schedule. 
Columns  1  and  2  shall  reflect  the  ac¬ 
count  number  and  description  of  the 
asset  against  which  each  allowance  is 
provided.  TTie  balance  of  each  allowance 
as  at  the  end  of  each  quarter  shall  agree 
with  the  corresponding  amount  reported 
on  Schedule  B-l  Balance  Sheet. 

B.  By  revising  paragraph  (c)  to  ex¬ 
clude  the  term  subsidiaries  from  the 
instructions  applicable  to  Schedule  B-l  2 
so  that  the  instructions  for  Schedule 
B-l 2  read  In  pertinent  part: 

Schedule  B-l 2 — Statement  of  Changes 
in  Financial  Position 
•  •  •  •  • 

(c)  In  determining  working  capital 
generated  by  operations,  net  income  as 
reported  in  item  9899  on  Schedule  P-1.1 
or  Schedule  P-1.2  shall  be  increased  by 
expenses  not  requiring  working  capital 
in  the  current  period  and  shall  be  de¬ 
creased  by  income  not  generating  work¬ 
ing  capital  in  the  current  period  such 
as  gains  on  property  retirements  and  un¬ 
distributed  earnings  of  investor  con¬ 
trolled  companies.  •  •  • 

•  •  *  •  * 

C.  By  revising  the  instructions  to 
Schedule  B-41  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows: 

Schedule  B-41 — Investments  Held  By, 

or  For  the  Account  Of,  Respondent; 

Including  Nontransport  Divisions 

(a)  This  schedule  shall  be  filed  by  all 
route  air  carriers. 

(b)  The  data  shall  be  grouped  and 
separately  subtotaled  according  to:  in¬ 
vestments  in  investor  controlled  com- 
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p anies  (account  1510.1);  Investments  In 
other  associated  companies  (account 
1510.2) ;  Investments  in  nontransport 
divisions  and  other  Investments;  and 
notes  and  accounts  receivable  due  to  the 
air  carrier. 

(c)  Column  1  shall  reflect  the  name  of 
each  associated  company,  and  each  other 
issuer  of  securities  held  by  the  air  car¬ 
rier.  This  column  shall  also  reflect  the 
name  of  each  company  from  which  notes 
and  accounts  receivable,  both  current 
and  noncurrent,  are  due  to  the  air  car¬ 
rier.  Additionally,  this  column  shall  show 
the  name  of  each  nontransport  division 
for  which  separate  records  and  books  of 
account  are  maintained. 

(d)  Column  2  shall  reflect  gross 
amounts  due  from  associated  companies 
which  are  settled  currently. 

(e)  Column  3  shall  reflect  advances, 
loans  and  other  amounts  not  settled  cur¬ 
rently,  due  from  associated  companies. 
This  column  shall  also  reflect  the  net 
amount  receivable  from  each  nontrans¬ 
port  division. 

(f)  Column  4,  “Investments  at  Cost” 
shall  reflect  the  cost  to  the  air  carrier 
at  date  of  acquisition  of  investments  in 
associated  companies.  The  cost  of  in¬ 
vestments  in  investor  controlled  com¬ 
panies  plus  the  equity  in  undistributed 
earnings  or  losses  since  acquisition  re¬ 
flected  in  column  5,  “Equity  in  Undis¬ 
tributed  Earnings”  shall  agree  in  the  ag¬ 
gregate  with  the  corresponding  amounts 
in  balance  sheet  subaccount  1510.1  In¬ 
vestments  in  Investor  Controlled  Com¬ 
panies.  The  cost  of  investments  in  other 
associated  companies  shall  agree  with 
the  corresponding  amounts  in  balance 
sheet  subaccount  1510.2  Investments  in 
Other  Associated  Companies. 

(g)  Column  5  “Equity  in  Undistrib¬ 
uted  Earnings”  shall  reflect  the  equity  in 
undistributed  earnings  or  losses  of  in¬ 
vestor  controlled  companies  since  acqui¬ 
sition. 

(h)  Column  6  “Other  Investments  and 
Receivables”  shall  reflect  the  amount  of 
the  investments  and  receivables  of  a 
noncurrent  nature  for  those  companies 
listed  in  column  1  under  “Other 
Investments.” 

(i)  Column  7  “Notes  and  Accounts 
Payable”  shall  reflect  the  gross  amounts 
due  on  current  notes  and  open  accounts 
with  associated  companies  and  other 
investments. 

(j)  Column  8  “Advances”  shall  reflect, 
from  accounts  2210,  “Long-Term  Debt” 
and  2240,  “Advances  from  Associated 
Companies,”  the  amounts  due  associated 
companies  for  notes,  loans  and  advances 
which  are  not  settled  currently.  Also, 
column  8  shall  reflect  the  advances  from 
Nontransport  Divisions  in  account  2240. 

(k)  Column  9  shall  reflect  the  amount 
of  dividends  received  during  the  year 
on  all  securities  held  for  companies  re¬ 
ported  in  column  1,  except  those  re¬ 
ceived  from  investor  controlled  compa¬ 
nies.  Also,  column  9  shall  reflect  the 
amount  of  interest  received  during  the 
year  on  all  bonds,  notes  and  other  in¬ 
vestments  for  companies  reported  in 
column  1. 

(l)  Column  10  shall  reflect  the  type 
of  security,  such  as  stocks,  bonds,  notes. 


or  accounts  receivable  (abbreviate  “a/c 
rec.”)  with  respect  to  investments  and 
noncurrent  receivables. 

(m)  Column  11  shall  reflect  the  words 
“yes”  for  investments  held  in  the  name 
of  the  air  carrier  and  “no”  for  invest¬ 
ments  held  in  the  name  of  others  for 
the  account  of  the  air  carrier.  If  the 
answer  is  "no”  carriers  should  supply 
the  names  and  addresses  of  persons  in 
whose  name  the  interest  is  held  at  the 
bottom  of  the  schedule. 

(n)  Column  12  “Number  of  Shares 
or  Debt  Principal  Amount”  shall  reflect 
the  number  of  shares  of  stock  or  the 
principal  amount  of  bonds  or  notes  held 
by  the  carrier. 

(o)  Column  13  “Percent  of  Total  Issue 
Outstanding”  shall  reflect,  for  the  as¬ 
sociated  companies  listed  in  column  1, 
the  percent  of  outstanding  stock  owned 
by  the  air  carrier.  Column  13  is  not  ap¬ 
plicable  for  “Other  Than  Associated 
Companies”  nor  for  “Nontransport  Di¬ 
visions”  listed  in  column  1. 

D.  By  revising  the  instructions  to 
Schedule  B--44  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows : 

Schedule  B—44 — Transactions  Between 

Air  Carrier  and  Affiliates — Annual 

Summary 

(a)  This  schedule  shall  be  filed  by 
all  route  air  carriers. 

(b)  The  aggregate  annual  amounts  of 
transactions  exchanged  between  the  car¬ 
rier  and  any  of  its  afliliates,  including 
any  of  its  nontransport  divisions,  shall 
be  grouped  on  this  schedule  by  line  item 
under  four  major  groupings:  (1)  In¬ 
crease  in  carrier’s  resources,  (2)  decrease 
in  carrier’s  resaources,  (3)  dividends, 
and  (4)  income  tax  transactions. 

(c)  For  the  purposes  of  this  schedule 
the  term  “affiliate”  means  associated 
companies  including  investor  controlled 
companies  and  organizational  divisions 
as  defined  in  section  1-6  and  the  term 
resources  shall  mean  assets  such  as  cur¬ 
rent,  noncurrent  other  than  fixed,  and 
fixed  assets;  it  Includes  cash,  receivables, 
securities,  investments,  equipment,  sup¬ 
plies,  buildings  and  land;  and  opera¬ 
tional  services.  Net  income  from  investor 
controlled  companies  and  organizational 
divisions,  as  defined  in  section  1-6,  shall 
be  reported  as  an  increase  in  a  resource 
and  net  loss  incurred  by  Investor  con¬ 
trolled  companies  and  organizational  di¬ 
visions  as  defined  in  section  1-6  shall 
be  reported  as  a  decrease  in  a  resource. 
Authorized  but  unissued  bonds  or  stock, 
estimated  revenue  not  yet  accrued  or 
collected  and  contingent  assets,  shall 
not  be  considered  resources  for  the  pur¬ 
poses  of  reporting  on  Schedule  B  44. 

(d)  Within  the  transaction  groupings 
for  resources,  the  term  operational  serv¬ 
ices  shall  include  the  providing  of  bene¬ 
fits  to  other  parties  by  an  expenditure  of 
assets,  labor,  material,  supplies,  know¬ 
how.  or  any  combination  of  these  in  the 
conduct  of  business  operations;  permis¬ 
sion  granted  for  rights  of  entry  or  rights 
under  leases  will  not  be  considered  op¬ 
erational  services;  however,  the  cash  dis¬ 
bursed  or  cash  received  for  those  rights 


will  be  reported  under  the  appropriate 
classification. 

(e)  Within  the  transaction  grouping 
for  resource  increases,  cm  the  line  en¬ 
titled  “Cash  received  by  carrier  from 
affiliate,”  carriers  shall  report  both  cash 
and  checks.  This  includes  for  example: 
(1)  Cash  advanced  by  an  affiliate,  (2) 
cash  remittances  by  an  affiliate  to  the 
carrier  for  purchases  or  services  pro¬ 
cured  from  the  carrier,  (3)  cash  remit¬ 
tances  to  the  carrier  by  an  affiliate  for 
repayment  of  advances  or  loans.  (4)  cash 
dividends  paid  by  an  affiliate  to  the  car¬ 
rier,  (5>  cash  remittances  by  affiliate  to 
carrier  in  settlement  of  income  tax  trans¬ 
actions,  (6)  cash  remittances  by  affili¬ 
ate  to  carrier  in  settlement  of  "current 
account”  transactions,  and  (7)  checks 
drawn  by  an  affiliate  payable  to  the  car¬ 
rier  in  exchange  for  cash  or  cash  In  kind. 
Within  the  transaction  grouping  for  re¬ 
source  decreases,  on  the  line  entitled 
“Cash  disbursed  by  carrier  to  affiliate” 
carriers  shall  report  cash  paid  out  by  the 
carrier  to  an  affiliate,  whether  in  cash 
or  by  check;  this  includes,  for  example, 
(1)  cash  advanced  to  an  affiliate,  (2) 
cash  disbursed  by  the  carrier  to  an  affili¬ 
ate  for  purchases  or  services  procured 
from  an  affiliate,  (3)  cash  disbursed 
by  the  carrier  to  an  affiliate  for  repay¬ 
ment  of  advances  or  loans,  (4)  cash  divi¬ 
dends  paid  by  the  carrier  to  an  affiliate, 
(5)  cash  disbursed  by  the  carrier  to  an 
affiliate  in  settlement  of  income  tax 
transactions,  (6)  cash  disbursed  by  car¬ 
rier  in  settlement  of  “current  account” 
transactions,  and  (7)  checks  drawn  by 
the  carrier  payable  to  an  affiliate  in  ex¬ 
change  for  cash  or  cash  in  kind. 

(f)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Contribution  of  capital  by  affiliate 
to  the  carriers,”  carriers  shall  report 
any  increase  in  assets  without  regard 
to  the  type  of  asset  which  results  from 
the  purchase  of  additional  securities  or 
any  other  contribution  of  capital.  With¬ 
in  the  transaction  groupings  for  resource 
decreases,  on  the  line  entitled,  “Con¬ 
tribution  of  capital  by  carrier  to  affili¬ 
ate,”  carriers  shall  report  increases  in 
the  investment  accounts  as  the  result 
of  a  purchase  of  additional  securities  or 
any  other  contribution  of  capital.  Any 
transaction  reported  on  the  lines  dis¬ 
cussed  in  this  paragraph  (f)  or  in 
paragraph  (g)  below  which  exceeds  one 
percent  of  the  carrier’s  net  stockholder 
equity  reported  on  line  2995  of  Schedule 
B-l,  “Balance  Sheet,”  shall  be  described 
as  to  the  nature  of  the  transaction  and 
the  amount  involved  on  Schedule  P-2, 
“Notes  to  Income  Statement.” 

(g)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Credit  adjustments  to  affiliate’s 
retained  earnings,”  carriers  shall  report 
credit  adjustments  to  the  affiliate’s 
capital  accounts  which  do  not  flow 
through  the  Income  statement  such  as 
credit  adjustments  to  the  opening  bal¬ 
ance  of  retained  earnings.  Within  the 
transaction  grouping  for  resource  de¬ 
creases,  on  the  line  entitled  “Debit  ad¬ 
justments  to  affiliate’s  retained  earn¬ 
ings,”  carriers  shall  report  debit  adjust¬ 
ments  to  the  affiliate’s  capital  accounts 
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which  do  not  flow  through  the  income 
statement  such  as  debit  adjustments  to 
the  opening  balance  of  retained  earn¬ 
ings. 

(h)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Net  income  of  affiliate  for  year 
(Debit  to  Investment  and  Credit  to  Ac¬ 
count  8100),”  the  carrier  shall  report  its 
proportionate  share  of  the  net  income 
of  an  investor  controlled  company  ac¬ 
counted  for  under  the  equity  method. 
Within  the  transaction  grouping  for 
resource  decreases,  on  the  line  entitled 
“Net  loss  of  affiliate  for  year  (Credit 
to  Investment  and  Debit  to  Account 
8100),”  the  carrier  shall  report  its  pro¬ 
portionate  share  of  the  net  loss  of  an 
investor  controlled  company  accounted 
for  under  the  equity  method. 

(i)  Within  the  transaction  grouping 
for  resource  increases  and  the  transac¬ 
tion  grouping  for  resource  decreases, 
on  the  lines  entitled  “Operational  serv¬ 
ices  performed  by  affiliate  for  carrier” 
and  “Operational  services  performed  by 
carrier  for  affiliate,”  carriers  shall  report 
the  amount  of  operational  services  flow¬ 
ing  to  and  from  the  air  carrier, 
respectively. 

(j)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Property, 
equipment,  and  other  assets  acquired  by 
carrier  from  affiliate”  and  “Property, 
equipment,  and  other  assets  disposed  of 
by  carrier  to  affiliate,”  air  carriers  shall 
report  assets  acquired  from  affiliates 
and  assets  disposed  of  by  sale  to  affili¬ 
ates,  respectively.  These  lines  shall  not 
include  contributions  of  capital  or  cash 
transactions  which  shall  be  reported  as 
directed  in  paragraphs  (e)  and  (f) 
above. 

(k)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Resources 
pledged  by  affiliate  in  the  interest  of 
carrier”  and  “Resources  pledged  by  the 
carrier  in  the  intended  of  affiliate” 
carriers  shall  report  the  assets,  includ¬ 
ing  receivables  which  have  been  pledged 
for  the  benefit  of  the  carrier  by  the 
affiliate  or  by  carrier  for  the  benefit  of 
the  affiliate  such  as  collateral  or  security 
for  loans. 

(l)  Within  the  transaction  grouping 
for  dividends,  carriers  shall  report  cash 
dividends  and  property  dividends  paid. 
Cash  and  property  received  or  disbursed 
shall  also  be  reported  as  cash  remit¬ 
tances  or  property  acquired  or  disposed 
of  in  the  resource  increase  or  resource 
decrease  transaction  groupings.  The 
basis  used  in  valuing  property  dividends 
(cost,  market  value,  etc.)  shall  be  foot¬ 
noted  and  described  in  the  space  pro¬ 
vided  at  the  bottom  of  the  form. 

(m)  In  the  transaction  group  for  in¬ 
come  tax  transactions,  on  the  first  two 
lines  carriers  shall  report  the  amount 
of  income  taxes  billed  by  the  carrier  to 
the  affiliate  and  by  the  affiliate  to  the 
carrier.  These  amounts  shall  not  be  re¬ 
ported  in  resource  increase  or  resource 
decrease  transaction  groupings  until  re¬ 
mittances  are  made.  On  the  second  two 
lines,  carriers  shall  report  the  amounts 
of  investment  tax  credits  transferred,  if 


any,  pursuant  to  any  tax  allocation 
agreement,  formal  or  informal,  used  in 
the  preparation  of  consolidated  tax  re¬ 
turns.  The  last  two  lines  shall  reflect  the 
transfer,  if  any,  of  net  operating  losses 
pursuant  to  any  tax  allocation  agree¬ 
ment,  formal  or  informal,  used  in  the 
preparation  of  consolidated  tax  returns. 
No  amount  reported  in  the  last  four 
lines  of  this  section  shall  be  reported 
in  the  resource  increase  or  resource  de¬ 
crease  transaction  groupings. 

(n)  In  the  blank  space  provided  at 
the  top  of  columns  2  through  7,  carriers 
shall  insert  the  name  of  the  affiliate 
with  whom  the  transactions  took  place, 
using  a  separate  column  for  each  affili¬ 
ate. 

(o)  Columns  2,  3,  4,  5,  6,  7,  8,  and  9 
shall  be  used,  one  column  for  each 
affiliated  group  member,  to  separately 
reflect  the  annual  aggregate  dollar 
amount  of  the  transactions  exchanged 
between  the  carriers  and  the  affiliate  for 
each  line  item  indicated  in  column  1 
under  each  of  the  four  transaction 
groupings. 

(p)  In  the  column  headings,  carriers 
shall  insert  the  name  of  the  separately 
incorporated  affiliate  or  identify  that  the 
entity  being  reported  as  a  nontransport 
division. 

7.  Amend  Section  32 — General  Re¬ 
porting  Instructions,  as  follows: 

A.  By  revising  the  list  of  reporting 
schedules  to  change  the  title  of  Sched¬ 
ules  B-41  and  B-44  so  that  the  list  reads 
in  pertinent  part  as  follows: 

B.  By  revising  paragraph  (d)  to  In¬ 
clude  a  new  subparagraph  (15)  and  other 
editorial  changes  so  that  paragraph  (d) 
will  read  in  pertinent  part  as  follows: 

Section  32 — General  Reporting 
Instructions 

(a)  •  •  * 


TAst  of  schedules  in  CAB  Form  report 


Schedule 

Schedule  title 

Filing 

No. 

frequency 

• 

•  •  • 

• 

B-14 

Summary  of  property  obtained 
under  long-term  lease. 

Do. 

B-41 

Investments  held  by,  or  for  the 

Annually. 

account  of,  respondent;  in¬ 
cluding  nontransport  divisions. 

B-43 

Inventory  of  airframes  and  air- 

Do. 

craft  engines. 

B-44 

Transactions  between  air  car- 

Do 

riers  and  affiliates,  annual 
summary. 

B-4fi 

Long-term  and  short-term  non- 

»Do. 

trade  debt. 

• 

•  #  • 

• 

(d)  Statements  of  accounting  or  sta¬ 
tistical  procedures  required  to  be  filed 
under  this  system  of  accounts  and  re¬ 
ports  are  recapitulated  below.  As  a  gen¬ 
eral  rule  these  statements  or  revisions 
thereof  shall  be  filed  prior  to  the  date 
on  which  the  procedures  are  to  become 
effective.  However,  in  certain  cases, 
where  a  change  in  procedure  or  the 
initial  adoption  of  a  new  procedure  is 
necessitated  by  events  or  transactions 
occurring  for  the  first  time  or  by  new 
requirements  or  professional  or  regula¬ 
tory  bodies,  air  carriers  are  permitted 


to  file  new  or  amended  statements  with¬ 
in  thirty  days  after  the  close  of  the  first 
calendar  quarter  in  which  the  procedures 
become  effective.  Hie  procedures  shall  be 
regarded  as  accepted  unless  the  carrier 
is  notified  of  Board  objections  within 
ninety  days  after  receipt.  These  state¬ 
ments  shall  be  filed  in  triplicate  on 
standard  forms  AP-1  through  AP-16. 

(1)  Procedures  for  assigning  or  pro¬ 
rating  profit  and  loss  items  between  op¬ 
erating  entities  as  described  in  section 
2-1. 

•  •  •  •  • 

(13)  Procedures  for  accounting  for  in¬ 
vestments  in  investor  controlled  and 
other  associated  companies,  including 
change  in  status  from  associate  to  inves¬ 
tor  controlled  company  or  vice  versa  and 
adjustments  as  prescribed  in  sections  6- 
1510.1  and  6-1510.2. 

•  •  •  •  • 

(15)  Procedures  for  allocating  income 
taxes  among  the  transport  entities  of  the 
air  carrier,  its  nontransport  divisions  and 
members  of  an  affiliated  group  in  accord¬ 
ance  with  section  2-18 (d) . 

8.  Amend  Section  33 — Certification  of 
Balance  Sheet  Element,  as  follows: 

A.  By  revising  paragraph  (b)  to  ex¬ 
clude  the  term  subsidiaries  from  the  in¬ 
structions  applicable  to  Schedule  B-12  so 
that  the  instructions  for  Schedule  B-12 
read  in  pertinent  part: 

Schedule  B-12 — Statement  of  Changes  in 
Financial  Position 
•  •  •  •  • 

(b)  In  determining  working  capital 
generated  by  operations,  net  income  as 
reported  in  item  9899  on  Schedule  P-1.1 
or  Schedule  P-1.2  shall  be  increased  by 
expenses  not  requiring  working  capital  in 
the  current  period  and  shall  be  decreased 
by  income  not  generating  working  capital 
in  the  current  period  such  as  gains  on 
property  retirements  and  undistributed 
earnings  of  investor  controlled  com¬ 
panies.  *  *  • 

*  *  *  *  * 

.  B.  By  revising  the  instructions  to 
Schedule  B-41  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows : 

Schedule  B-41 — Investments  held  by,  or 
for  the  Account  of.  Respondent;  In¬ 
cluding  Nontransport  Divisions 

(a)  This  schedule  shall  be  filed  by  all 
supplemental  air  carriers. 

(b)  Hie  data  shall  be  grouped  and  sep¬ 
arately  subtotaled  according  to:  Invest¬ 
ments  in  investor  controlled  companies 
(account  1510.1) ;  investments  in  other 
associated  companies  (account  1510.2) ; 
investments  in  nontransport  divisions 
and  other  investments;  and  notes  and 
accounts  receivable  due  to  the  air  carrier. 

(c)  Column  1  shall  reflect  the  name  of 
each  associated  company,  and  each  other 
issuer  of  securities  held  by  the  air  car¬ 
rier.  This  column  shall  also  reflect  the 
name  of  each  company  from  which  notes 
and  accounts  receivable,  both  current 
and  noncurrent,  are  due  to  the  air  car¬ 
rier.  Additionally,  this  column  shall  show 
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the  name  of  each  nontransport  division 
for  which  separate  records  and  books  of 
account  are  maintained. 

(d)  Column  2  shall  reflect  gross 
amountg  due  from  associated  companies 
which  are  settled  currently. 

(e)  Column  3  shall  reflect  advances, 
loans  and  other  amounts  not  settled  cur¬ 
rently,  due  from  associated  companies. 
This  column  shall  also  reflect  the  net 
amount  receivable  from  each  nontrans¬ 
port  division. 

(f)  Column  4,  “Investments  at  Cost’’ 
shall  reflect  the  cost  to  the  air  carrier  at 
date  of  acquisition  of  investments  in  as¬ 
sociated  companies.  The  cost  of  invest¬ 
ments  in  investor  controlled  companies 
plus  the  equity  in  undistributed  earnings 
or  losses  since  acquisition  reflected  in 
column  5,  “Equity  in  Undistributed  Earn¬ 
ings”  shall  agree  in  the  aggregate  with 
the  corresponding  amounts  in  balance 
sheet  subaccount  1510.1  Investments  in 
Investor  Controlled  Companies.  The  cost 
of  investments  in  other  associated  com¬ 
panies  shall  agree  with  the  corresponding 
amounts  in  balance  sheet  subaccount 
1510.2  Investments  in  Other  Associated 
Companies. 

(g)  Column  5  “Equity  in  Undistributed 
Earnings”  shall  reflect  the  equity  in  un¬ 
distributed  earnings  or  losses  of  investor 
controlled  companies  since  acquisition. 

(h)  Column  6  “Other  Investments  and 
Receivables”  shall  reflect  the  amount  of 
the  investments  and  receivables  of  a  non- 
current  nature  for  those  companies  listed 
in  column  1  under  “Other  Investments.” 

(i)  Column  7  “Notes  and  Accounts 
Payable”  shall  reflect  the  gross  amounts 
due  on  current  notes  and  open  accounts 
with  associated  companies  and  other  in¬ 
vestments. 

(j)  Column  8  “Advances”  shall  reflect, 
from  accounts  2210,  “Long-Term  Debt” 
and  2240,  “Advances  from  Associated 
Companies,”  the  amounts  due  associated 
companies  for  notes,  loans  and  advances 
which  are  not  settled  currently.  Also,  col¬ 
umn  8  shall  reflect  the  advances  from 
Nontransport  Divisions  in  account  2240. 

(k)  Column  9  shall  reflect  the  amount 
of  dividends  received  during  the  year  on 
all  securities  held  for  companies  reported 
in  column  1,  except  those  received  from 
investor  controlled  companies.  Also,  col¬ 
umn  9  shall  reflect  the  amount  of  interest 
received  during  the  year  on  all  bonds, 
notes  and  other  investments  for  com¬ 
panies  reported  in  column  1. 

(l)  Column  10  shall  reflect  the  type  of 
security,  such  as  stocks,  bonds,  notes,  or 
accounts  receivable  (abbreviate  “a/c 
rec.”)  with  respect  to  investments  and 
noncurrent  receivables. 

(m)  Column  11  shall  reflect  the  words 
“yes”  for  investments  held  in  the  name 
of  the  air  carrier  and  “no”  for  Invest¬ 
ments  held  in  the  name  of  others  for 
the  account  of  the  air  carrier.  If  the 
answer  is  “no”  carriers  should  supply  the 
names  and  addresses  of  persons  in  whose 
name  the  Interest  1s  held  at  the  bottom 
of  the  schedule. 


(n)  Column  12  “Number  of  Shares  or 
Debt  Principal  Amount”  shall  reflect  the 
number  of  shares  of  stock  or  the  prin¬ 
cipal  amount  of  bonds  or  notes  held  by 
the  carrier. 

(o)  Column  13  “Percent  of  Total  Is¬ 
sue  Outstanding”  shall  reflect,  for  the 
associated  companies  listed  in  column  1. 
the  percent  of  outstanding  stock  owned 
by  the  air  carrier.  Column  13  is  not  ap¬ 
plicable  for  “Other  Than  Associated 
Companies”  nor  for  “Nontransport  Di¬ 
visions”  listed  in  column  1. 

C.  By  revising  the  instructions  to 
Schedule  B-44  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows: 

Schedule  B-44 — Transactions  Between 

Air  Carrier  and  Affiliates — Annual 

Summary 

<a>  This  schedule  shall  be  filed  by  all 
supplemental  air  carriers. 

(b)  The  aggregate  annual  amounts  of 
transactions  exchanged  between  the  car¬ 
rier  and  any  of  its  affiliates,  including 
any  of  its  non  transport  divisions,  shall 
be  grouped  on  this  schedule  by  line  item 
under  four  major  groupings:  (1)  In¬ 
crease  in  carrier’s  resources,  (2)  de¬ 
crease  in  carrier's  resources,  (3)  divi¬ 
dends.  and  (4)  income  tax  transactions. 

(c)  For  the  purposes  of  this  schedule 
the  term  “affiliate”  means  associated 
companies  including  investor  controlled 
companies  and  organizational  divisions 
as  defined  in  section  1-6  and  the  term 
resources  shall  mean  assets  such  as  cur¬ 
rent.  noncurrent  other  than  fixed,  and 
fixed  assets ;  it  includes  cash,  receivables, 
securities,  investments,  equipment,  sup¬ 
plies.  buildings  and  land:  and  opera¬ 
tional  services.  Net  income  from  investor 
controlled  companies  and  organizational 
divisions,  as  defined  in  section  1-6,  shall 
be  reported  as  an  increase  in  a  resource 
and  net  loss  incurred  by  investor  con¬ 
trolled  companies  and  organizational 
divisions  as  defined  in  section  1-6  shall 
be  reported  as  a  decrease  in  a  resource. 
Authorized  but  unissued  bonds  or  stock, 
estimated  revenue  not  yet  accrued  or 
collected  and  contingent  assets,  shall  not 
be  considered  resources  for  the  purposes 
of  reporting  on  Schedule  B-44. 

(d)  Within  the  transaction  groupings 
for  resources,  the  term  operational  serv¬ 
ices  shall  include  the  providing  of  bene¬ 
fits  to  other  parties  by  an  expenditure 
of  assets,  labor,  material,  supplies,  know¬ 
how,  or  any  combination  of  these  in  the 
conduct  of  business  operations:  permis¬ 
sion  granted  for  rights  of  entry  or  rights 
under  leases  will  not  be  considered  op¬ 
erational  services:  however,  the  cash  dis¬ 
bursed  or  cash  received  for  those  rights 
will  be  reported  under  the  appropriate 
classification. 

(e)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Cash  received  by  carrier  from  af¬ 
filiate,”  carriers  shall  report  both  cash 
and  checks.  This  includes  for  example: 
(1)  Cash  advanced  by  an  affiliate,  (2> 


cash  remittances  by  an  affiliate  to  the 
carrier  for  purchases  or  services  pro¬ 
cured  from  the  carrier,  (3)  cash  remit¬ 
tances  to  the  carrier  by  an  affiliate  for 
repayment  of  advances  or  loans,  (4> 
cash  dividends  paid  by  an  affiliate  to  the 
carrier,  (5)  cash  remittances  by  affiliate 
to  carrier  in  settlement  of  income  tax 
transactions.  (6)  cash  remittances  by 
affiliate  to  carrier  in  settlement  of  “cur¬ 
rent  account”  transactions,  and  <7> 
checks  drawn  by  an  affiliate  payable  to 
the  carrier  in  exchange  for  cash  or  cash 
in  kind.  Within  the  transaction  group¬ 
ing  for  resource  decreases,  on  the  line 
entitled  “Cash  disbursed  by  carrier  to 
affiliate”  carriers  shall  report  cash  paid 
out  by  the  carrier  to  an  affiliate,  whether 
in  cash  or  by  check;  this  includes,  for 
example.  (1)  Cash  advanced  to  an  affili¬ 
ate,  (2)  cash  disbursed  by  the  carrier  to 
an  affiliate  for  purchases  or  services  pro¬ 
cured  from  an  affiliate,  (3)  cash  dis¬ 
bursed  by  the  carrier  to  an  affiliate  for 
repayment  of  advances  or  loans.  (4> 
cash  dividends  paid  by  the  carrier  to  an 
affiliate,  (5)  cash  disbursed  by  the  car¬ 
rier  to  an  affiliate  in  settlement  of  in¬ 
come  tax  transactions.  (6)  cash  dis¬ 
bursed  by  carrier  in  settlement  of  “cur¬ 
rent  account”  transactions,  and  (7> 
checks  drawn  by  the  carrier  payable  to 
an  affiliate  in  exchange  for  cash  or  cash 
in  kind. 

(f)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Contribution  of  capital  by  affili¬ 
ate  to  the  carrier,”  carriers  shall  report 
any  increase  in  assets  without  regard  to 
the  type  of  asset  which  results  from  the 
purchase  of  additional  securities  or  any 
other  contribution  of  capital.  Within  the 
transaction  groupings  for  resource  de¬ 
creases,  on  the  line  entitled,  “Contribu¬ 
tion  of  capital  by  carrier  to  affiliate.” 
carriers  shall  report  increases  in  the  in¬ 
vestment  accounts  as  the  result  of  a  pur¬ 
chase  of  additional  securities  or  any 
other  contribution  of  capital.  Any  trans¬ 
action  reported  on  the  lines  discussed  in 
this  paragraph  (f)  or  in  paragraph  (g> 
below  which  exceeds  one  percent  of  the 
carrier’s  net  stockholder  equity  reported 
on  line  2295  of  Schedule  B-l,  “Balance 
Sheet,”  shall  be  described  as  to  the  na¬ 
ture  of  the  transaction  and  the  amount 
involved  on  Schedule  P-2.  “Notes  to  In¬ 
come  Statement.” 

(g)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Credit  adjustments  to  affiliate's 
retained  earnings,”  carriers  shall  report 
credit  adjustments  to  the  affiliate’s  cap¬ 
ital  accounts  which  do  not  flow  through 
the  income  statement  such  as  credit  ad¬ 
justments  to  the  opening  balance  of  re¬ 
tained  earnings.  Within  the  transaction 
grouping  for  resource  decreases,  on  the 
line  entitled  “Debit  adjustments  to  affil¬ 
iate’s  retained  earnings,”  carriers  shall 
report  debit  adjustments  to  the  affiliate’s 
capital  accounts  which  do  not  flow 
through  the  Income  statement  such  as 
debit  adjustments  to  the  opening  balance 
of  retained  earnings. 
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(h)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Net  Income  of  affiliate  for  year 
(Debit  to  Investment  and  Credit  to  Ac¬ 
count  8100),*’  the  carrier  shall  report  its 
proportionate  share  of  the  net  Income  of 
an  Investor  controlled  company  ac¬ 
counted  for  under  the  equity  method. 
Within  the  transaction  grouping  for  re¬ 
source  decreases,  on  the  line  entitled 
“Net  loss  of  affiliate  for  year  (Credit  to 
Investment  and  Debit  to  Account  8100) 
the  carrier  shall'  report  its  proportionate 
share  of  the  net  loss  of  an  investor  con¬ 
trolled  company  accounted  for  under  the 
equity  method. 

(i)  Within  the  transaction  grouping 
for  resource  increases  and  the  transac¬ 
tion  grouping  for  resource  decreases,  on 
the  lines  entitled  “Operational  services 
performed  by  affiliate  for  carrier”  and 
“Operational  services  performed  by  car¬ 
rier  for  affiliate,”  carriers  shall  report 
the  amount  of  operational  services  flow¬ 
ing  to  and  from  the  air  carrier, 
respectively. 

(j)  Within  the  transaction  grouping 
for  resource  Increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Property, 
equipment,  and  other  assets  acquired  by 
carrier  from  affiliate”  and  “Property, 
equipment,  and  other  assets  disposed  of 
by  carrier  to  affiliate,”  air  carriers  shall 
report  assets  acquired  from  affiliates  and 
assets  disposed  of  by  sale  to  affiliates, 
respectively.  These  lines  shall  not  include 
contributions  of  capital  or  cash  trans¬ 
actions  which  shall  be  reported  as  di¬ 
rected  in  paragraph  (e)  and  (f)  above. 

(k)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Resources 
pledged  by  affiliate  in  the  Interest  of 
carrier”  and  "Resources  pledged  by  car¬ 
rier  in  the  interest  of  affiliate”  carriers 
shall  report  the  assets,  including  receiv¬ 
ables  which  have  been  pledged  for  the 
benefit  of  the  carrier  by  the  affiliate  or 
by  carrier  for  the  benefit  of  the  affiliate 
such  as  collateral  or  security  for  loans. 

(l)  Within  the  transaction  grouping 
for  dividends,  carriers  shall  report  cash 
dividends  and  property  dividends  paid. 
Cash  and  property  received  or  disbursed 
shall  also  be  reported  as  cash  remittances 
or  property  acquired  or  disposed  of  in 
the  resource  increase  or  resource  de¬ 
crease  transaction  groupings.  The  basis 
used  in  valuing  property  dividends  (cost, 
market  value*  etc.)  shall  be  footnoted 
and  described  in  the  space  provided  at 
the  bottom  of  the  form. 

(m)  In  the  transaction  group  for  in¬ 
come  tax  transactions,  on  the  first  two 
lines  carriers  shall  report  the  amount  of 
Income  taxes  billed  by  the  carrier  to  the 


affiliate  and  by  the  affiliate  to  the  car¬ 
rier.  These  amounts  shall  not  be  reported 
in  resource  Increase  or  resource  decrease 
transaction  groupings  until  remittances 
are  made.  On  the  second  two  lines,  car¬ 
riers  shall  report  the  amounts  of  invest¬ 
ment  tax  credits  transferred,  if  any. 
pursuant  to  any  tax  allocation  agree¬ 
ment,  formal  or  informal,  used  in  the 
preparation  of  consolidated  tax  returns. 
The  last  two  lines  shall  reflect  the  trans¬ 
fer,  if  any,  of  net  operating  losses  pur¬ 
suant  to  any  tax  allocation  agreement, 
formal  or  informal,  used  in  the  prepara¬ 
tion  of  consolidated  tax  returns.  No 
amount  reported  in  the  last  four  lines  of 
this  section  shall  be  reported  in  the  re¬ 
source  increase  or  resource  decrease 
transaction  groupings. 

(n)  In  the  blank  space  provided  at  the 
top  of  columns  3  through  7,  carriers  shall 
insert  the  name  of  the  affiliate  with 
whom  the  transactions  took  (dace,  using 
a  separate  column  for  each  affiliate. 

(o)  Columns  2,  3,  4,  5,  6,  7,  8,  and  9 
shall  be  used,  one  column  for  each  affil¬ 
iated  group  member,  to  separately  reflect 
the  annual  aggregate  dollar  amount  of 
the  transactions  exchanged  between  the 
carrier  and  the  affiliate  for  each  line  item 
indicated  in  column  1  under  each  of  the 
four  transaction  groupings. 

(p)  In  the  column  headings,  carriers 
shall  insert  the  name  of  the  separately 
incorporated  affiliate  or  identify  that  the 
entity  being  reported  as  a  nontransport 
division. 

9.  Amend  CAB  Form  41  schedules  to 
reflect  the  foregoing  changes  in  account¬ 
ing  as  shown  in  Exhibits  A,  B,  and  C. 
and  add  a  new  accounting  plan  form 
AP-16  as  shown  in  Exhibit  D. 

Request  for  Comments 

Interested  persons  may  take  part  in 
this  rulemaking  by  submitting  20  copies 
of  written  data,  views,  or  arguments  on 
the  subjects  discussed.  All  relevant  ma¬ 
terial  received  by  the  dotes  shown  at  the 
beginning  of  this  notice  will  be  consid¬ 
ered  by  the  Board  before  taking  final 
action  on  the  proposed  rules. 

Individual  members  of  the  general 
public  who  wish  to  express  their  interest 
as  consumers  by  Informally  taking  part 
in  this  proceeding  may  do  so  by  sub¬ 
mitting  comments  in  letter  form  to  the 
Docket  Section,  without  having  to  file 
additional  copies. 

(Sections  204(a)  and  407  of  the  Federal 
Aviation  Act  of  1956,  as  amended,  72  Stat. 
74S  and  76«;  49  U.S.C.  1324,  1377.) 

By  the  Civil  Aeronautics  Board : 

Phyllis  T.  Kaylor, 
Secretary. 
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•rf|il  Bureau  I*®-  39-RO032 


EXHIBIT  C 


1 

- r 

1 

STATUS  OF  ACCOUNTING  FLAKS 

REQUIRED  TO  BE  FILED 

12  Months  Er 

a-a  June  30 

19 

Statement 

No. 

Subject 

cn 

Applicable 

Section 

m 

Was  Plan 
Revised 

This  Period 
(Yet  or  No) 

(3) 

Latest 

Date 

Filed 

(4) 

Plan  r 

Effective 

Date 

(5) 

1 

Assigning  or  prorating  profit 
and  loss  Items  between  operating 
entitiea 

a-i«b » 

« 

Retroactive  adjustments  made  to 
conform  accounts  with  mail  rat* 
actions 

2-4  Ml 

3 

Self-insurance  reserves 

3-lMd 

4 

Equalization  reserves 

3-13MI 

S 

Depreciation 

3-14<b) 

• 

Airframe  and  aircraft  engiM  overhauls 
and  airworthiness  reserves 

S -4(g)(8) 

t 

Amortization  of  developmental  and 
preoperating  costs  and  other 

Intangibles 

*-S(b) 

6- 1870(e) 
8-1880 

S 

Obsolescence  and  deterioration 
reserves  —  expendable  parts 

(-1311(d) 

S 

Unearned  transportation  revemas 

3-17  <b> 
•-2160(d) 

M 

Assigning  or  prorating  expenses 
between  incidental  services  and 
transport  operations 

6-4 800(d) 

II 

Application  of  maintenance  burdss 

10-S300M 

1 1  -S  300(c) 
34-P-6(Q 

IS 

Computation  ot  available  seat-mUst 
and  available  ton -miles 

33-T-Mg) 

35-T-J.l 

13 

Accrued  vacation  liability 

(•3130(e) 

14 

Accounting  foe  investment!  in  subsidies  and 
other  associated  coapaniee.  including  change 
in  status  from  associated  to  subsidise,  com¬ 
pany.  or  vice  verse,  and  adjustments  la  In¬ 
vestment  accounts. 

6-I510(c) 

IB 

Accounting  for  pension  plan 

l-!» 

13-87 

16 

Allocating  income  taxes 

2-18 (d) 

.  • 

NOTE:  II  not  applicable,  use  the  abbreviation  “NA" 


SCBOULK  A-l 


CAarmti 
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EXHIBIT  D 
-  Page  -i-  of  -  2 - 


Carrier 


PROCEDURES  FOR  ALLOCATING  INCOME  TAXES  AMONG  TRANSPORT 
ENTITIES.  AFFILIATES  AND  NONTRANSPORT  DIVISIONS 


Procedures  to  become  effective  on . 


in. 


Requirement  for  filing:  Section  22(d)  [  ]  or  32(d)  [  )  and  Section  2- 18(d) 
of  the  Uniform  System  of  Accounts  and  Reports 


l’ART  A 


Please  check  applicable  box: 

Carrier  files  Federal  income  tax  return.1-' 
as  an  independent  company 

Income  of  carrier'  reported  to  Internal  Revenue  Service 
as  a  part  of  a  consolidated  tax  return 

If  carrier  reports  income  as  a  part  of  a  consolidated 
tax  return,  please  list  below  the  affiliated  companies 
that  are  included  in  the  consolidated  tax  return: 


Describe  allocation  procedures  used  to  allocate  income 
taxes  among  the  affiliated  group:  (In  the  event  there 
is  a  written  tax  allocation  agreement,  the  furnishing 
of  a  copy  of  such  agreement  will  be  considered  response) 


CERTIFICATION 

I  certify  that  this  statement  was  prepared  under  my  direction  and 
that  the  procedures  specified  herein  will  be  practiced  on  and  after  the 
effective  date  of  the  procedures. 

SIGNED:  _ _ _ 

TITLE:  _ _ 

DATE:  _ _ 

CAB  Form  AP-16a 
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PROCEDURES  FOR  ALLOCATING  INCOME  TAXES  AMONG  TRANSPORT 
ENTITIES,  AFFILIATES  AND  NONTRANSPORT  DIVISIONS 

Procedures  to  become  effective  on  _ _ ,  1? _ 

Requirement  for  filing:  Section  22(d)  (  ]  or  32(d)  [  ]  and  Section  2- 18(d) 
of  the  Uniform  System  of  Accounts  and  Reports 


Describe  allocation  procedures  used  to  allocate  income  taxes  among  the 
transport  entities  of  the  air  carrier  and  its  nontransport  divisions  in  compliance 
with  section  2-18(d). 


CERTIFICATION 

I  certify  that  this  statement  was  prepared  under  my  direction  and 
that  the  procedures  specified  herein  will  be  practiced  on  and  after  the 
effective  date  of  the  procedures. 

SIGNED:  _ _ 

TITLE:  _ . 


CAB  Form  AP-16b 
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